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HEN business is bad, when salesmen 

don’t send in orders, when the bottom 
drops out of everything and it hardly seems 
worth coming to the office in the morning, 
don’t blame the Administration, don’t blame 
the salesmen—blame the sunspots. The sun- 
spot theory holds that certain disturbances 
visible on the face of the sun affect crops, 
automobile production, and even gifts to 
colleges. When the spots are present in the 
greatest number, not only do trees grow more 
rapidly, not only is the quality of wine im- 
proved, but business failures drop off, sales 
volume increases, and the world’s temper 
grows gentle. These are some of the obser- 
vations discovered by Harlan T. Stetson of 
M.I.T., who has been watching the relation 
between the spots and business for some 
time. He does not ask you to believe his 
theory, but just points out these rather 
amazing correlations; it must be admitted, 
however, that the theory furnishes a handy 
excuse and explanation for failures of sales 
campaigns and other business fiascos. See 
page 168 (Sunspots and Business). 


T the Heil Co. in Milwaukee the babies 

get a break. The concern has an arrange- 
ment whereby each newborn child gets an 
account in the credit union. He is thus given 
a stake in the future economic interest of 
the country and between bottles can content- 
edly contemplate his expanding bank account. 
Twins get $10 each, while triplets, quadru- 
plets and quintuplets receive $25, $50 and 
$100 respectively. It’s working out wonder- 
fully, the company reports. The kids believe 
in laissez-faire economics and are opposed to 
all forms of inflation except waistline ex- 
pansion. Look on page 174 (Baby Bonus). 


wrt can a company do when its cus- 
tomers solicit contributions for some 
charitable purpose? If you are too open- 
handed, you become known as an easy mark. 
If you always refuse, you are called tight- 
fisted, and your customer and public relations 
suffer. But there are some good rules that 
can be followed if you want to steer a 
virtuous and sensible course. See page 184 
(“In the Sweet Name of Charity”). 
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Current Comment 


CREED FOR DIRECTORS 


WHETHER a director is a company 
executive, spokesman for large stockholders, captain of industry and 
finance, specialist or professional director, there are certain stand- 
ards by which he should test his own performance. These standards 
are capable of specific definition. Their definition cannot be drawn 
from any one individual’s experience. But it can be based upon well- 
considered judicial opinions and upon the examples of the best of 
our business leaders. These men, who have fulfilled to the utmost 
their public trust, who have directed much of American business to 
its present high plane of development, have sought to maintain 
standards, the definition of which may well be accepted by stock- 
holders and directors alike as a creed for every director: 


1. Before he becomes a director, he makes sure that 
he can exercise his own independent judgment 
without conflicting loyalties. 


2. He accepts a directorship only where his time and 
other commitments permit him in fact to perform 
the duties of the office. 


3. He resolves to discharge his obligations conscien- 
tiously under the laws of the land and the bylaws 
of the company. 


4. He is entitled to be fairly paid for his services. 


5. He familiarizes himself with the company’s history, 
organization setup, products and services, its mar- 
kets, its place in industry, its properties, and its 
relations with government, public and investors; 
and in deciding policy, he weighs the long-term 
economic and social trends and how they may af- 
fect the company’s future. 

6. He comprehends the object and effect of contracts 
on which the Board’s approval is necessary or 
proper; he sufficiently understands the need and 
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uses of security issues, loans, investments, capital 
expenditures and sale of corporate assets to form a 
judgment respecting such matters. 


7. He attends meetings promptly and regularly, and 
examines the minutes for accuracy and informa- 


tion. 

ny 8. Without interference in management detail, he ex- 
ad amines the character and ability of its key men, the 
d- fairness of their compensation, and the reliability 
ds of the auditing agency which should be directly 
mn answerable to the Board. 

. 9. He is mindful of his trusteeship for stockholders, 
of : : : 

we creditors and employees, seeking a just treatment 
ee of the claims of each; and he insists that company 
a reports go to those entitled to be informed concern- 


% ing company operations, finances and management. 


10. He does not profit—himself, his friends, his family 
—by reason of confidential information gained by 


it him as a director; nor does he allow blood or friend- 

i ship to dilute his judgment of what is best for the 
company. 

: For the conscientious directors who already govern themselves 


according to personal unwritten creeds such as this one, there is no 
need to publish these findings. For the lazy and negligent director 
- there can be no creed or cure but replacement. Under the laws and 
S$ traditions of democracy and free enterprise that go back to Eliza- 
bethan times, the final and highest authority over corporate business 
rests with the directors elected by the stockholders. It is up to us, if 
our institutions are to live, to keep it there. And the best way to 
keep it there is not by legislation or government intervention, but 
by having clearly before us the importance of holding corporate 


“ directorates at a high level of performance, both by making them 
? attractive to able men and by leaving no doubt as to the nature of 
4 their stewardship. This creed is offered as a contribution toward 
c that end. 

RICHARD C. PATTERSON, JR., 

; Chairman, Radio Keith Orpheum Corp. 

d 





From an address before the Harvard School of Business Administration. 
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THE DIRECTOR’S JOB IN MANAGEMENT 
By R. W. LEA 


Vice President and Director 
Johns-Manville Corporation 


AM sure that most corporate direc- 
tors have been impressed by the 
“Creed for Directors” which Rich- 
ard C. Patterson, Jr., formulated in his 
recent address at Harvard University.* 


Lewis H. Brown, president of the com- 


pany in which I am a director and an 
officer, has also given much thought 
and study to the principles of relation- 
ship among stockholders, management, 
and directors, and the interests which 
they must serve under our economic 
and social system. 

Without necessarily giving expres- 
sion to them in bylaws and resolutions, 
directors of most leading American 
corporations have for many years been 
carrying out the fundamentals of the 
creed suggested by Mr. Patterson and 
have been living up to principles af- 
fecting the responsibilities of directors, 
which I shall discuss shortly. Yet it is 
doubtless desirable to formulate some 
of these principles so that the public 
may be better acquainted with the 
facts. 





* See this month’s Current Comment—-Ep. 
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Last month 


stockholders of 


Johns-Manville Corporation approved | 


an amendment to the company’s bylaws 
which has received some public com- 
ment. The amendment does two things 
—First, it authorizes the payment of 
compensation to directors in propor- 
tion to the service they render, whether 
by attendance at a meeting or other- 
wise. Such compensation is not to ex- 
ceed $5,000 a year; and it is not, of 
course, payable to directors who are of 
the management. Second, it permits 
the reimbursement of any director or 
officer for expenses he may have to in- 
cur in defending a suit arising from his 
connection with the company, where he 
has not been derelict in the perform- 
ance of his duties. 

I think the reasons for the compen- 
sation provision were well expressed 
by Mr. Brown in his statement at the 
stockholders’ meeting. Mr. Brown re- 
ferred to the steadily increasing respon- 
sibilities which rest upon corporation 
directors, and then said: 
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The general custom in the past has been 
for directors to receive a purely nominal 
fee based solely upon attendance at regu- 
lar meetings of the board. There is a 
growing tendency to recognize the fact that 
attendance at meetings is not the most 
accurate criterion of the value of a direc- 
tor’s services. I believe that this whole 
question needs careful re-examination. It 
seems to me that stockholders should con- 
sider authorizing compensation for direc- 
tors on the basis which takes into consid- 
eration the expert and often highly 
technical services which directors today 
provide, even though the amount of com- 
pensation so paid remains relatively 
nominal in comparison to the services so 
given. 


Mr. Brown made it clear that he 
viewed the action as fundamental. He 
said further: 


My best judgment at the moment is that 
the Board will not make any change in its 
basis of compensation at present. How- 
ever, from the longer-range viewpoint, it 
is my recommendation to the stockholders 
that authority be provided in the bylaws 
and perhaps later in our Charter for 
proper compensation and indemnification 
of our Directors, for I value, and I believe 
the stockholders should also value, the 
great services that these men vf outstanding 
ability have rendered to your corporation 
and I would like to feel free to call upon 
them more frequently and for longer meet- 
ings without having to apologize for im- 
posing our company problems upon their 
time. 


With these two broad statements as 
background I shall discuss briefly what 
we at Johns-Manville consider to be the 
functions of a board of directors. If 
this should help to correct certain pop- 
ular misconceptions which are some- 
times current, I shall feel that it is 
work well done. 
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The factors that enter into the selec- 
tion of a board of directors are often 
insufficiently recognized. First of all, 
let me say that we in Johns-Manville 
regard it as wrong in principle to as- 
sume that directors represent any par- 
ticular class of stockholders or any 
special interest. It seems to us axio- 
matic that if a business is to succeed 
every director must always represent 
all the stockholders. He must think in 
terms of complete relationships, in- 
cluding, indeed, not only those of 
stockholders alone, but those of em- 
ployees, customers, and the general 
public as well. 

The question is sometimes raised as 
to the desirable extent to which man- 
agement should be represented on the 
board. Different companies follow 
different practices; as yet there is no 
one generally accepted pattern. How- 
ever, the tendency seems clearly in the 
direction of having at least a practical 
majority—in many instances this has 
been two-thirds—of the directorate con- 
sist of men who are neither officers nor 
employees of the corporation. To such 
a board the officers can be made : 
sponsible in an objective sense. Such 
a board should feel its responsibil” 
to determine policies, to hold manage- 
ment accountable for carrying them 
out, and to take prompt and appropri- 
ate action if management falls short in 
the proper discharge of its duties. 


Outside Experts 
It seems to me there can be no ques- 
tion but that the viewpoint of investors 
should have principal place on any 
board of directors. Management ought 
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also to be represented. But there is a 
third set of counselors that many com- 
panies lean heavily upon today. These 
are men from various walks of life who 
make available a wide experience 
gained in the fields of business, finance, 
law and engineering. Their wider 
horizon is often useful in counteracting 
managerial self-sufficiency and over- 
concentration on immediate company 
problems. Experts in their particular 
fields, often without pecuniary interest, 
these men render a quasi-public service 
of the highest character. I do not sub- 
scribe to the dictum sometimes heard 
that business men are too narrowly 
concerned with profit-making to the ex- 
clusion of the humanities; but if their 
immediate concerns ever tempt them 
to place greater emphasis upon eco- 
nomics than upon social considerations, 
a director from another walk of life 
will bring a helpful point of view. 
One sometimes hears a suggestion 
that American business should adopt 
the British practice of employing 
“managing directors’—men who serve 
on the board and are at the same time 
paid salaries as active participants in 
management. The British managing 
director may be primarily a director 
and secondarily a manager, while the 
officer of an American corporation 
serving on the board is a manager first 
and secondarily a director; but that 
seems to me a distinction without a 
difference. Both the British and the 
American systems recognize the desir- 
ability of some identification between 
directorate and management. Both 
also recognize the importance of hav- 
ing directors who are not identified 
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with management. Both, it seems to 
me, secure these objectives, regardless 


of the terms employed. 


Three Basic Responsibilities 

Aside from the primary considera: 
tions of character, integrity, reputation 
and experience, directors carry three 
basic responsibilities: first, to secure 
the best possible management; second, 
to establish the basic policies under 
which that management shall operate; 
and third, by constant check upon re. 
sults, to insure operation in conform. 
ity to such policies. 

Perhaps the best analogy for the 
general functions of: directors lies in 
the field of government. The board of 
directors is legislative; management is 
executive. In its first function, the 
British political system provides an 
even closer parallel than the American, 
since in England the executive is sub- 
ject to loss of office at any time if the 
legislature is dissatisfied with its work. 

The board’s second responsibility— 
that of determining policies—is not 
always understood by the uninformed. 
It revolves around such practical ques- 
tions as these: What products shall we 
make? Where shall we make them? 
What facilities are needed? How shall 
we finance them? What should the 
sales volume be? What profits should 
be realized? It addresses the com- 
pany’s basic relations to its employees 
—their wages and working conditions, 
group insurance and pensions, stabili- 
zation of employment, and _ similar 
problems. It must deal also with con- 
sumer relationships, which demand a 
fair value for a fair price; and with 
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those important public relationships 
which require that business be always 
conducted in accord with the public 
interest. 


Checking Results 


It is the execution of its responsibil- 
ity for checking results, however, with 
which the public seems least familiar. 
The fact that board meetings are fre- 
quently short and held usually at 
monthly intervals seems to invite an 
erroneous impression. People seem 
not to realize that meetings often serve 
merely to ratify hours of informal dis- 
cussion, numerous telephone calls, and 
the study of exhaustive memoranda 
which examine all phases of problems 
with which directors must deal. 
Through such processes are crystallized 
far-reaching decisions which may take 
less than a dozen lines in the minutes 
of a meeting. 

Not to elaborate their services to too 
great length, I shall merely add that 
many directors are called upon for 
service on special committees, and 
there is occasion from time to time to 
visit one or another site of the com- 
pany’s activities in order to gain in- 
formation of operations at first hand. 

The extent and occasion of these 
services, well enough known to busi- 
ness men but often overlooked by the 
uninformed, indicate the reason why 
we feel that the compensation of direc- 
tors should possess a better basis than 
mere attendance at meetings. It is not 
the purpose in Johns-Manville, as 
seems to have been reported, to pay 
an annual salary. Rather, it is the 
purpose to determine a compensation 
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for each director who is not an of- 
ficer which is related to the actual 
amount of service he renders. 

The action to indemnify directors 
and officers of the company against the 
expenses of suits is a reasonable con- 
sequence of recent legislative trends. 
Directors have always been subject to 
liabilities in such matters as the im- 
proper declaration of dividends or the 
lending of corporate funds to stock- 
holders. Now, however, there is a 
growing tendency, expressed through 
legislation, to enlarge the former con- 
cept of responsibility. Some security 
holders have sought to take advantage 
of this trend and to hold directors re- 
consequences beyond 
their control. Even though such suits 
are unsuccessful, they entail heavy ex- 


sponsible for 


pense. Unless some protection against 
them is offered, it may become increas- 
ingly difficult to induce men of out- 
standing ability to serve as directors. 


The proper action would seem to be 
to agree to reimburse directors and of- 
ficers for expenses reasonably incurred 
in connection with any litigation to 
which they may become a party by 
reason of their office. No reimburse- 
ment should be due, of course, if the 
director or officer has been derelict in 
the performance of his duties. 


Times change. A generation ago 
many companies of present prominence 
were owned largely by those who were 
active in the management. The opera- 
tions of these companies were often 
local in nature, affecting only small 


groups of people. Today the larger 


corporations are owned by thousands 
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of stockholders. Their affairs are wide- 
spread, and everyday actions may af- 
fect many thousands of lives in many 
sections of the country. The require- 
ments for wise corporate direction 
have changed with the times. They 
have widened from a comparatively 
narrow interest to a range of responsi- 
bilities that involves broad economic 
and social considerations. The right 
selection of men to carry out these new 





and heavier responsibilities is all-im- 
portant today. Men of broad stature 
must be retained in this field. A proper 
basis of compensation and proper pro- 
tection against unwarranted penalties 
will, we may hope, assist the modern 
corporation in securing and retaining 
as directors men who understand these 
responsibilities and who can promote 
that degree of public understanding 
which is so necessary today. 


This paper was presented before the Special Management Conference of the American 
Management Association, held at the Waldorf-Astoria, New York City, on April 11. 


Sunspots and Business 


ERHAPS it is mere coincidence, 
but almost everything except 
rabbits and short-wave radio 
seems to flourish in times of sunspot 
maxima. Even business activity in 
recent years has shown a remarkable 
tendency to vary in the same direction 
as the number of sunspots. Some 
startling theories about the relation- 
ship between cycles in business and 
cycles of cosmic origin have been pre- 
sented for public scrutiny by Harlan 
T. Stetson of the Massachusetts Insti- 
tute of Technology in his book, “Sun- 
spots and Their Effects’”—although he 
warns against conclusions 
sufficient scientific proof. 
Sunspots, it is said, affect not only 
the weather, and hence crops, but also 
the physiological and psychological 
behavior of man; it therefore seems a 
reasonable assumption that economic 
conditions should be dependent in 
some degree on man’s behavior as it 


without 


168 


results from the quantity and quality 
of the sun’s light and heat. Statisti- 
cians who are too busy to consider 
events off the earth in connection with 
business fluctuations, though they may 
be skeptical, must be impressed by the 
evidence presented. 

Showing charts to illustrate many 
of his points, Stetson tells of an amaz- 
ing correspondence between sunspot 
activity and general business, sunspots 
and automobile production, sunspots 
and building contracts. Business fail- 
ures were discovered to be most nu- 
merous when sunspots were at a mini- 
mum, and the rate of increase of new 
corporations in New York, New Jer- 
sey, Delaware and Massachusetts also 
followed the sunspot cycle. Even gifts 
to colleges responded to the sunspot 
stimulus. 

The theory behind all this? The 


amount of ultra-violet light which we 
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l-im- 


receive from the sun is greatest at sun- 


mism (known sometimes as “business 


iture spot maxima, and thus biological sentiment”)? According to the sun- 
Oper changes are effected -on the earth. spot theory, the next peak of prosper- 
pro- Trees grow more rapidly, wine quality ity should be due just about now, with 
Ities is improved—why wouldn’t the dis- another low point somewhere between 
dern turbances carry over to man’s ductless 1944 and 1946, and another high 
ning glands, thus affecting his initiative, his around 1950. Dun’s Review, May, 
hese mental powers, and his general opti- 1940, p. 41:1. 
note 
ding 
rican Givers and Their Gifts 
OES your company give business presents at Christmas? Out of 248 executives 
answering this question recently, 180 or 72.5% said “Yes,” 68 or 27.5% said 
“No.” . 
One hundred fifty of the firms gave the presents to employees, 103 gave them to 
customers, and 73 gave them to both. One hundred forty-seven reported that they 
: gave the presents every year, 26 said “some years,” while seven did not say how 
ality regularly the custom was observed. 
‘isti- Frequency of various types of gifts (with some firms using more than one type) 
ider was indicated as follows: cash, 65 firms; edibles, 42; desk or office articles, 37; 
: smoking equipment, 33; leather goods and novelties, 21; wearing apparel and 
with jewelry, 18; liquor, 9; books and magazines, 8. 
may The average cost per present reported by 158 companies is $6.03 (100 of the 
the companies spend $2.50 or more for each gift). One hundred fifty-three companies 
give an average of 230 presents. 
—Business Week 4/27/40 
any 
naz- 
spot ; 
pots Ideal Working Temperatures 
pots i jptonignare! meals may account for that increased feeling of warmth and drowsi- 
rail- ness which people experience during the afternoon, thus necessitating the 


maintenance of cooler conditions to satisfy comfort requirements in an air-condi- 
nu- tioned building. Tests conducted during 1938 involving the environment of 745 
clerks in the home office building of the Metropolitan Life Insurance Company, 


anal New York City, indicate that the desired optimum indoor condition is about one 
new degree lower in the afternoon than in the morning. 
Jer- Statistical findings of this study indicate that 70 degrees is the optimum 
effective temperature for office workers during the months of July, August and 
also September. As effective temperature is a composite index of air movement, tem- 
ifts perature, and relative humidity in the air, this 70-degree optimum comfort may 
be interpreted to compare with a maintained condition of 74 degrees dry-bulb 
spot temperature and 60 per cent relative humidity in practically still air; this is also 
equivalent to 76 degrees dry-bulb temperature and 40 per cent relative humidity. 
Th Optimum effective temperature for men was found to be 1.2 degrees lower 
e than that for women, according to Dr. W. J. McConnell, director of the Industrial 
we Health Bureau of the insurance company, who supervised the investigation. 


—American Society of Heating and Ventilating Engineers 
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A Plan for Correspondence Supervision 


stepchild of the business world. 

Almost every phase of business 
except letter-writing has shown con- 
sistent progress. Fortunately, a good 
many firms are now beginning to 
realize the potential value of good let- 
ters in business and are striving to 
improve the quality of their corre- 
spondence. 

For 12 years The Gates Rubber 
Company, of Denver, has been con- 
ducting a highly effective correspond- 
ence improvement program. Briefly, 
here is the way this company’s plan 
works: 


} ETTER-WRITING has been the 


A “correspondence supervisor” reads 
the letters dictated by new correspond- 
ents during the first two or three 
months of their association with the 
company, checking them carefully to 
discover any that are not up to stand- 
ard. The rest of the organization’s 94 
correspondents are divided into three 
groups, and the stenographers in the 
central transcribing department turn 
in to this supervisor copies of all let- 
ters written by the first third one week, 
the second third the next week; and 
the last group the third week. This 
system is repeated continuously. 

When these carbon copies or the 
original letters have been checked, the 
correspondents’ attention is called to 
any shortcomings. Misrepresentation 
of company policies and the use of 
poor psychology are obviously the 
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gravest errors. Any letter containing 
mistakes such as these must be rewrit- 
ten. The correspondence supervisor 
marks suggested corrections on the 
face of the letter, returning it to the 
correspondent for revision. Flaws that 
are not quite so serious—e.g., poor 
English, wordiness, lack of euphony, 
improper planning — are _ simply 
called to the correspondent’s attention 
for his future guidance; in such in- 
stances the letter is not rewritten un- 
less the flaw is particularly noticeable. 
The supervisor’s time is always at the 
disposal of correspondents who wish 
to discuss letter-writing problems. 

One day each week copies are made 
of all letters, and these are sent to the 
various department heads. This en- 
ables each department head to keep a 
close check on the type of letters being 
written by every individual under his 
supervision. 

Letter-writing bulletins which are is- 
sued to the men from time to time are 
collected and placed in a _ looseleaf 
notebook. This notebook has grown 
to about 80 pages and has become the 
“Bible” of the company’s letter-writers. 
Exceptionally interesting articles on 
letter-writing and excerpts from unus- 
ually good books are also added to 
this manual. 

Another method of stimulating and 
maintaining an interest in letter-writ- 
ing is the monthly letter-writing con- 
test. The correspondents are grouped 
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into teams with a captain at the head 
of each one. Every month a letter 
problem is selected and assigned to the 
correspondents. Cash prizes are 
awarded to the writers of the five best 
letters, and points are awarded to en- 
trants and to the teams of the winning 
men. At the end of the year prizes 
are presented at a banquet to all mem- 
bers of the winning team. 

A program such as this will pay sub- 
stantial dividends. Smaller concerns, 


where the expense of a full-time corre- 
spondence supervisor may not be felt 
to be justified, may find it advisable 
to have some letter expert make a 
periodical check of carbon copies of 
letters dictated by their correspond- 
ents. Such organizations would also 
find it a good plan to have department 
heads review carbon copies of letters 
from time to time. By Vircinia YOUNG. 
The Reporter of Direct Mail Adver- 
tising, March, 1940, p. 12:4. 


Employee Periodicals Analyzed 


pie abst employee house magazines, representing more than a score of 
industries, were recently put under the microscope by Printers’ Ink Monthly. 


The magazines selected were found to have a variety of formats, ranging in size 


from 5 by 6% inches to 11 by 17% inches. 


More than half of them make some use of color either in printing or in the 
stock. Thirty-five of them use more than one color on the cover, seven more than 


one color in the body of the book. 


Fifty-six of them are issued monthly, five bimonthly, four weekly. The others 


are issued on a quarterly or biweekly basis. 


Fifty-six are printed by letterpress, eight are offset, two gravure, and five 


processed. 


It is perhaps significant that the larger proportion of the magazines studied 
do not have editorial departments. If there are messages which ordinarily would 
be used in editorials, these are published as separate articles and therefore are 
given greater prominence than they would have if isolated in a department. 


—Printers’ Ink Monthly 2/40 


Where Those Lost Jobs Are 





Most of the oratory about unemployment assumes that the lost jobs are in 
manufacturing. This is a common and wholly erroneous view. 


Actually, employment in the manufacturing industries is now within a very tiny 
fraction of what it was in 1929. Likewise in trade, distribution and finance there 
is no loss for the 10-year period. Professional and domestic service shows a 
3 per cent increase and government employment (exclusive of relief) is up 40 
per cent. 


Here is where the vanished jobs are: mining, off 27 per cent; construction, 
35 per cent; transportation, 20 per cent; public utilities, 22 per cent; forestry and 


fishing, 20 per cent; agriculture, 5 per cent. 
—Nation’s Business 
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Personnel 


Seniority 


NDER good personnel adminis- 

tration, seniority should govern 

about two-thirds of individual 
employee layoffs. The exceptions are 
the outstandingly good and the out- 
standingly poor employees, identified 
by ability and efficiency ratings. I 
do not think we can rate men with sufh- 
cient certainty to identify more than 
15 per cent of any large group as dis- 
tinctly superior or to identify more 
than 15 per cent of such a group as 
distinctly inferior. Most of the group 
will be rated “satisfactory” with no 
great differences between them. 

Should certain classes of employees 
be exempted from seniority? I don’t 
think that is a good arrangement. I 
think that sets up a list for everyone 
to shoot at. The same result can be 
obtained by an ability clause. A spe- 
cial list of exempt employees is un- 
desirable and unnecessary. 

Should the seniority principle be 
applied to promotions? Most emphat- 
ically not. You can justify the appli- 
cation of seniority to layoffs on the 
ground that it gives a certain type of 
security. But the arguments which are 
persuasive with reference to seniority 
as a regulator of layoffs simply don’t 
apply to promotions. Seniority in 
promotions does not give security. And 
it kills an incentive which is needed 
all the more because of the existence 
of seniority as applied to layoffs. 

Although the relative merits of plant 
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Problems 


and department seniority have been 
much discussed, I think that the differ. 
ence between them has been exagger- 
ated. Department seniority, I believe, 
is the preference of most employers, 
It is easy to write a department senior. 
ity rule which would not operate at all 
differently from a well-devised plant- 
wide seniority rule. The great objec. 
tion to plant seniority is that it pro- 
duces too much movement; that one 
layoff may cause a half dozen displace- 
ments. Neither the employees nor the 
management like that. But the amount 
of displacement depends upon how the 
plant-seniority rule is administered. A 
workable plant-seniority rule must 
contain an ability and efficiency clause. 
With such a clause, it can be adminis- 
tered so that its operation will not be 
materially different from the operation 
of certain types of department senior- 
ity rules. 

The great objection to the depart- 
ment seniority rule is that it reduces 
the flexibility of the force and inter- 
feres with the movement of men from 
one department to another. But that 
largely can be avoided by permitting 
transfer of seniority after a period of 
“residence” in the new department. 
Six months is sometimes used; I be- 
lieve a year is the more common 
period, and I think it is a better ar- 
After a transferred work- 
er has been in the new department a 
year, his accumulated seniority is 


rangement. 


The Management Review 





trans! 
holds 
Al 
sure 
built 
partn 
trans 
genio 
have 
senic 
sion, 
an 4 
virtu 
if pr 
Sk 
$0-Cé 
senic 
cient 
plan 
qual 
men 
ified 
may 
the 


of - 
rep 
tior 
reg 
wa 
rep 


em 


ali: 
tin 








been 


liffer. 


igger- 
lieve, 
vers, 
nior- 
at all 
dlant- 
pb jec- 

pro- 
f one 
lace- 
r the 
1ount 
w the 


must 
ause. 
linis- 
ot be 
ation 
nior- 


part- 
luces 
nter- 
from 
that 
tting 
dof 
nent. 
| be- 
mon 
r ar- 
york- 
nt a 


eview 





transferred there. In the meantime, he 
holds it in his old department. 

A number of companies under pres- 
sure from labor organizations have 
built Chinese walls around their de- 
partments by not incorporating a 
transfer provision into department 
seniority. Their failures on this point 
have been grave errors. A department 
seniority rule with a transfer provi- 
sion, and a plant-seniority rule with 
an ability and efficiency clause, are 
virtually the same thing in operation, 
if properly administered. 

Should a seniority rule provide for 
so-called “‘straight” seniority or for 
seniority which is qualified by efh- 
If the unit is the 
plant, of course the rule has to be 
qualified, and if the unit is the depart- 
ment, the rule virtually has to be qual- 
ified. If the unit is the craft, the rule 
may not need to be qualified, although 
the qualification may still be desirable. 


ciency and ability? 


What about the seniority of a man 
who comes out of apprenticeship? 
Does he have zero seniority as a 
mechanic, or, if he served 4 years’ 
apprenticeship, does he have 4 years 
of seniority? The general position of 
the unions has been that he has zero 
seniority. But there are some agree- 
ments which compromise by allowing 
two years’ apprenticeship to give one 
year’s seniority as a mechanic. I do 
not believe that this problem has been 
solved satisfactorily. According to one 
rule, when a boy finishes his appren- 
ticeship he goes on the street. That is 
his reward. According to the other 
rule, he would have two years’ senior- 
ity and would “bump off” a man who 
has been a mechanic in the plant for 
a year or two and who perhaps has 
helped to train the boy. By SUMNER 
H. SuicHTerR. Addresses on Industrial 
Relations: 1939, University of Michi- 
gan, p. 80:7. 


Trends in Company Vacation Policy 


URING January and February, 
1) 1940, the Conference Board 
conducted another in its series 
of investigations of vacation plans in 
representative companies. Informa- 
tion was contributed by 495 companies 
regarding the policies applying to 
wage earners, and 356 establishments 
reported their policies for salaried 
employees. 
The trend toward revising and liber- 
alizing vacation provisions has con- 
tinued since the Board’s survey of 
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1939, since one out of every ten re- 
plies indicated that changes have been 
made or are contemplated for this 
year. 

In slightly over one-half of the man- 
ufacturing establishments, the plan 
for wage earners provides for vaca- 
tions of varying length, graduated on 
the basis of past service. In the non- 
manufacturing companies, graduated 
plans are twice as prevalent as the 
uniform type plans, which provide the 
same length of vacation to all employ- 
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ees who can meet the established ser- 
vice requirement. 

The maximum amount of vacation 
granted wage earners is one week in 
57% of the companies, over one week 
in 42%, and less than one week in 
only 1%. 
more is granted to wage earners with 
long service records in 21, or 4.2%, 
of the establishments. 


Three weeks’ vacation or 


The vacation policy for salaried em- 
ployees is generally more liberal than 
that for the wage-earning group, al- 
though 70 companies reported that 
their policy is the same for all em- 


ployees. 


The maximum amount of 





vacation granted salaried employees js 
one week in 9% of the companies, two 
weeks in 85.4%, and three or more 
weeks in 5.6%. 

The total number of persons who 
will receive vacations with pay during 
the current year is estimated to be 
greater than ever before. In relation 
to total employment, however, the per. 
centage eligible is less than that re. 
ported for 1938, when curtailed em. 
ployment during that year left an ab. 
normally large proportion of long. 
service employees on company pay- 
rolls. Studies in Personnel Policy No. 
21, National Industrial Conference 


Board, Inc., April, 1940. 20 pp. 


Baby Bonus 


HE Heil Co., of Milwaukee, has originated a plan to help its workers start 

and maintain a systematic savings fund for the benefit of each newborn child. 
For every baby born into a Heil family the management will open a credit union 
account in the baby’s name on the following basis: 


For one baby... 
$5.00 credit union account 
For twins... 


$10.00 credit union account for each child 


For triplets ... 


$25.00 credit union account for each child 


For quadruplets .. . 


$50.00 credit union account for each child 


For quintuplets ... 


$100.00 credit union account for each child 


After the savings account has been started, each family is strongly urged to 
continue saving by depositing one dollar or more per month in the baby’s credit 


union account. 


The plan will pay approximately 4 per cent in dividends. 


The savings account, which at all times will be carried in the baby’s name, 
cannot be withdrawn until the occasion of the child’s first communion, confirma- 


tion or graduation from grade school. 


—The Heil Flash 2/20/40 





>» SINCE 1932 the W. T. Grant Company department stores have paid 40 women 
employees a bonus of $1,000 at the completion of 20 years of service. 
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—American Business 4/40 
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Group Medical Plan 


ATTERNED closely ‘after the suc- 
cessful 3-cents-a-day hospitaliza- 

tion plan, which since 1933 has 
increased its membership from 2,000 
to more than 4,500,000 in 60 com- 
munities, a statewide medical service 
is now being offered industrial and 
commercial employees in California. 
Although California is the first 
state to install the system, 12 other 
states are said to be contemplating its 
adoption. Known as the California 
Physicians’ Service, it is a plan where- 
by 5,300 physicians, or more than 
three-fourths of the active M.D.’s in the 
state, offer their 
charge to any worker so, insured. 


services without 

To keep the new insurance within 
the ranks of employed workers, eligi- 
bility is limited to groups of employees 
and members of unions or similar or- 
ganizations earning less than $3,000 a 
year. 

No physical examination is needed, 
but, to assure a normal cross-section, it 
is required that small firms sign up 
100 per cent of the employees in order 
to obtain the group policy. In firms 
of from 21 to 100 employees, at least 
50 per cent must join. In firms of 


more than 100 employees, the require- 
ment is 40 per cent. Total cost of the 
medical service is $1.60 a month per 
worker or $2.50 for complete medical 
and hospitalization coverage. 

Although this new type of group in- 
surance was conceived only last fall, 
11,000 employees in 400 California 
firms are enrolled already, mostly in 
the San Francisco area. In the same 
district, 30,000 workers in 700 firms 
are now paying on the hospitalization 
plan. In most instances the initiative 
has come from the employer, but in 
some cases employee organizations 
have sponsored the plan. 

A feature of the system is that there 
must be only one collection and re- 
mittance for the whole group. Em- 
ployers, acting as the collecting agency, 
deduct dues from pay envelopes. In a 
few instances, the medical insurance 
has been subscribed entirely by the 
employer. 

Initiated originally by the physi- 
cians themselves, the new service is 
said to be a move in opposition to agi- 
tation for socialized medicine. 

Business Week, May 11, 1940, p. 
32:2. 





> A 500-man plant has an expectancy each year of 335 days of disability due to 
industrial diseases and accidents, and 4,500 days due to non-occupational illness 


and injury—a total of 4,835 man-days of disability per year. 


Translated into 


money, this represents an average wage loss to the employees of $24,175 a year, 
based on a $5 daily wage. It is significant to note that the U. S. Public Health 
Service has demonstrated that the expenditure by a company of $8 per man per 
year on a health program should yield a $12, or 150 per cent, return per year 


to that company. 


—From the N.A.M. booklet, ‘‘Who’s Too Small for a Health Program?’ 
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Production Management 


Employment Stabilization in Wisconsin 


ERIT rating began in Wiscon- 
sin in 1938—three or four 
years before the effective date 

in most states. Nearly two-thirds of 
247 employers interviewed in a field 
investigation made in 1937-38 have 
been encouraged by the prospect of 
a reduced contribution rate under the 
Wisconsin employer-reserve unemploy- 
ment compensation law to do some- 
thing toward stabilizing employment, 
although only a minority have met 
with relative success. On the other 
hand, the drive to “keep down bene- 
fits’ has led to the use of devices 
which merely avoid benefit payments 
and do not stabilize employment. 
Factors affecting the ability to sta- 
bilize vary between industries and 
between firms in the same industrial 
classification, and this is often as 
important as the determination to sta- 
bilize in explaining an employer’s 
benefit experience. 

The “employer-reserve” plan, as it 
was embodied in the Groves bill 
passed in Wisconsin early in 1932, 
provided for a separate account or 
reserve for each employer, to which 
he alone contributed and from which 
only his own employees could draw 
benefits. Wisconsin employers on the 
whole favor this type of law. Inter- 
estingly enough, this was found usu- 
ally to be true even of those employers 
who admitted that they could do very 
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little to stabilize because of difficulties 
inherent in their business. 

The most frequent devices used by 
Wisconsin firms to reduce benefits and 
thus qualify for lower contribution 
rates were: (1) more centralized em- 
ployment management, including more 
careful selection of the work force; 
(2) transfer between departments; 
(3) production planning in conjunc- 
tion with manufacture for stock dur- 
ing slack periods; (4) hiring fewer 
at peak seasons, through manufacture 
for stock, working overtime, filling 
orders more slowly, or refusing orders. 
Among less frequent devices were: 
(1) diversification of products and 
markets; (2) dovetailing employment 
with other employers; (3) booking 
business further in advance of the 
season; (4) standardizing or simplify- 
ing the line of products; (5 & 6) 
contracting work out or moving part 
of the operations out of the state. 

Benefit avoidance without stabiliza- 
tion is partially present in the prac- 
tices of contracting work out and 
moving operations out of the state. 
More important in benefit avoidance 
than either of these, however, are the 
following devices: (1) Work-spread- 
ing. Benefits for partial unemployment 
are not payable until a worker’s total 
weekly wage is less than his benefit 
rate, which is, in turn, approximately 
half of his previous year’s average 
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weekly wage. Thus it is possible for 
an employer who has been operating 
on a 40-hour week to cut the hours 
as low as 20 a week to avoid layoffs 
and benefits. The Act has encouraged 
more work-spreading than was done 
before in 55 per cent of the firms in- 
(2) Hiring for the proba- 
tionary service period only (under 
four weeks). (3) Hiring ineligibles 
(students and self-employed persons) 
during the peak season. (4) Rehiring 
or laying off employees on such days 
of the calendar week that partial un- 
employment benefits are not payable. 


terviewed. 


Twenty-seven firms reported that 
they have stabilized “appreciably” as 
a result of the incentive provided by 
the Act. A large majority (220) of 
the companies interviewed, however, 
have not accomplished so much as 
the “appreciable” group under the 
stimulus of the Act either because they 
attempted to stabilize before the Act 
or were in naturally stable businesses 
(100, or 45.5 per cent) or because 
difficulties limited stabilization or made 
it impossible (103, or 46.8 per cent). 
By Cuartes A. Myers. The Amer- 
ican Economic Review, December, 


1939, p. 708:16. 


Strike Record of 1939 


S measured by the number of 
strikes, industrial relations dur- 
ing 1939 were slightly more 
peaceful than during the preceding 
year, but by two other criteria, work- 
ers involved and man-days idle, 
industrial unrest in 1939 was exceeded 
by only two or three years in the last 
thirteen. | Comparable 
back only to 1927. 
Totals of the strikes in 1939, com- 
piled by the Department of Labor, 
show that 2,613 strikes occurred dur- 
ing the calendar year as compared 
with 2,772 in 1938 and an all-time 
high of 4,740 in 1937. The number 
of employees involved in strikes last 
year was 1,171,942 as compared with 
688,376 in 1938. A total of 17,812,219 
man-days idle as a result of strikes 
was reported in 1939, as compared 


with 9,148,273 in 1938. 


records go 


May, 1940 


The average strike during 1939 in- 
volved 449 employees and lasted 15 
days. The average strike for 1938 
involved 275 employees and lasted 13 
days, while in 1937 the average strike 
involved 413 employees and lasted 15 
days. 

As shown by a comparative analy- 
sis for 1939 and 1938, strikes in 1939 
reveal a 11.7 per cent increase in the 
proportion of the total which were 
called in whole or in part for organi- 
zational purposes and a 15 per cent 
decrease in those called solely over 
questions of wages and hours. 

Controversies settled by direct ne- 
gotiation between employers and 
unions increased, in proportion to the 
total of all settlements, by 3.7 per cent 
in 1939 over 1938, while the propor- 


tion of settlements arranged after gov- 
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ernmental conciliation fell by 8.9 per 
cent. Negotiations between employers 
and labor organizations resulted in 
settlement of 41.4 per cent of all con- 
troversies in 1939 as against 39.9 per 
cent in 1938. The figures show that 


the proportion of controversies termi- 





decreased from 41.8 per cent in 1938 
to 38.1 per cent in 1939. 

In both years, the proportion of 
strikes resulting in substantial gains 
for workers was approximately 40 per 
cent of the total. 

Labor Relations Reporter, May 6, 


nated by government conciliation 1940, p. 327; May 13, p. 361. 


International Harvester’s New Worker-Security Plan 


WORKER-SECURITY plan of savings, profit sharing and income aid was 

announced by the International Harvester Company to become effective May 1. 
About 50,000 employees (80 per cent of the company’s workers) will be eligible 
to participate, the requirements being a service record of three or more years. 


The twofold employee benefit plan, designed to reduce the hazards of unem- 
ployment and old age through savings and profit sharing, includes the following 
features: 


1. Employees’ savings to be matched in varying degree by the company through 
the setting up of an individual account for each participating employee 
whereby he may save up to 10 per cent of his wages, to be matched by the 
company up to a maximum of 214 per cent of his income, with the company 
paying interest on the total. 


2. All eligible employees will participate in the company’s earnings regardless 
of whether they participate in the savings feature or not. They will receive 
a share of 25 per cent of all earnings of the company in excess of $3 a 
share of common stock in any year. 


3. A program of income augmentation in case of layoffs, whereby an employee, 
when his earnings in any week fall below 60 per cent of his normal full- 
time earnings, may withdraw funds from his account to bring his income 
for that week to the 60 per cent level. 


4. On retirement, an employee will receive the entire amount standing to his 
credit in his account, usually in the form of an annuity. 


It is estimated that the cost to the company of the savings feature of the em- 
ployee benefit plan alone is expected to be one million dollars a year. 
—N. A. M. News Letter 


Wages in Men’s Neckwear 


THE men’s neckwear industry paid its wage earners an average of 47.0 cents an 
hour during the first half of 1939, or $16.32 for a week averaging 34.7 hours. 
The industry employs some 10,000 workers. New York and New Jersey form the 
largest producing area. Wages in New York City proper averaged 74.2 cents an 
hour; in the remainder of the country the average was 43.1 cents. The application, 
on October 24, 1939, of the 30-cent minimum provided for under the Fair Labor 
Standards Act required a direct shift of about one-sixth of all men’s neckwear 


workers to higher wage brackets. 


—Monthly Labor Review 2/40 
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This Health Program Pays Dividends 


GOOD health program is good 
business—that is how Campbell, 
Wyant & Cannon Foundry Co., 

Muskegon, Mich., summed it up after 
five years of success with a health and 
safety campaign that has not only cre- 
ated a happier, healthier group of 
workmen but has also netted a 30 per 
cent saving in insurance costs. 

In many cases, the only opposition 
to acceptance of an organized medical 
and hygiene program is the belief it is 
economically unfeasible for any but 
the largest companies. This plan, how- 
ever, not only reduced the cost of lia- 
bility insurance but created a saving 
sufficient to pay for the entire health 
and safety program. 

Before the prospective employee is 
hired, the employment department in 
cooperation with the medical division 
checks his physical condition carefully. 
Preliminary examinations are divided 
into three parts—the history, physical 
examination, and the laboratory proce- 
dure. The man’s history is taken on a 
regular form signed by the applicant 
and verified for the company’s records 
by the attendant. Complete physical 
examination includes an X-ray of the 
chest, a Kahn blood test, and a urine 
test. Arrangements are also made for 
periodic re-examination. With its meth- 
od of classification in different health 
groups, this company is able to see that 
the sub-standard groups receive more 
medical supervision than the normal 
vigorous workers. 

For the past five years the company 
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has been educating its employees on 
the significance of the shop slogan, 
“Safety Always Pays.” That they are 
becoming increasingly conscious of this 
is indicated by the fact that man-hours 
lost decreased from 1.73 per cent in 
1935 to 0.02 per cent in the first 10 
months of 1939. The safety depart- 
ment maintains that this record is 
largely a result of the physical exami- 
nation. 

Knowing that a safety program can- 
not be successful without “good house- 
keeping,” the company lays equal 
stress on this phase of its campaign. 

Each department is furnished with 
a “good housekeeping” record card 
marked daily by the safety inspector. 
Monthly prizes with a letter of com- 
mendation, plus the privilege of dis- 
playing a bronze plaque for winning 
first, second or third place, create a 
competitive spirit that keeps the con- 
testants alert and interested. 

Lighting, heating and ventilation are 
carefully checked. Light meters assist 
in maintaining proper illumination. 
General plant ventilation is under the 
control of a trained man for each shift. 
Dust counts are taken by a staff chem- 
ist, and control corrections are made 
continuously. 

The company insists that all injured 
employees go to the First Aid depart- 
ment regardless of how slight the in- 
jury. This applies also to any employee 
suspected of running a temperature. 

The Aid Society is independently 
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operated and controlled by the employ- 
ees. Membership costs each man $1 
per month. For this he can receive 
benefits totaling $120 a year for three 
years. At the end of 90 days’ con- 
tinuous active service, each man ac- 


is supplemented by an equal contribu- 
tion from the company. 

As part of the aid service, a nurse 
visits the employee’s home when he is 
absent from work. If necessary, she 
suggests that the family physician be 





quires $500 group life insurance. In called. The association arranges for 
nine months this is increased to $750; financial and medical help when 
in 15 months, to $1,000—all of this at needed. By G. W. Cannon. Steel, May 


no added cost. His dollar each month 13, 1940, p. 46:3. 


Doll Up the Works 


HOLDING an annual, semi-annual or even a quarterly “Open House Day” in 
the plant is one of the most successful points in many up-to-date labor rela- 
tions policies. However, if the visitors are not adequately welcomed—if they 
cannot understand what is going on in the plant in everyday work—the plan may 
backfire and visitors may get the impression that the plant is simply another 
mechanical Gargantua. 


The steps that are necessary to make people feel welcome are well illustrated 
by these simple steps taken at the General Motors Grand Rapids Stamping Plant, 
which recently conducted such an affair: First, erect a large welcome sign on the 
exterior of the plant. Second, place adequate signs throughout the plant to direct 
visitors around the works so they will not get lost. Third, prepare a large display 
showing the parts that are made in the plant so that the work will not be entirely 
a mystery to the visitors and the local wiseacres can show off their knowledge of 
production methods. Four, if the ironwork needs painting and the floors need 
sweeping, paint up and sweep up so that the plant looks like “good housekeeping” 
—otherwise the wives will complain about the dirt. Five, set up plenty of announce- 
ments so that the plant and the town are plastered with them. Six, hand out a 
sample copy of the plant publication so that the visitors have something to take 
home and read. They will show it to their friends and tell them all about. the 
party. Seven, have plenty of well-informed guides around to tell the visitors what 
is going on and how the machines work. 


Last but not least, polish up the brass. Many visitors will pay more attention 
to some polished brass than they will to a machining operation in which skilled 
workers are working to close tolerances. 


—Mill & Factory 5/40 


Progress of State Minimum Wages 


QNY two state minimum-wage acts were passed in 1939, but 23 wage orders 
became effective in 11 states and the District of Columbia. As a result of 
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these wage orders, approximately 130,000 additional women were brought under 
the protection of minimum-wage provisions. More than 4,000,000 women were 


in the intrastate industries covered by the legislation which is on the statute books 
of 29 jurisdictions. 


—Monthly Labor Review 2/40 
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How 220 Advertisers Handle Inquiries 


OME startling statistics have been 
uncovered by a survey of inquiry- 
handling practices of advertisers 

which was recently completed by 
Printers’ Ink. 

Inquiries were mailed to 220 adver- 
tisers who, in magazines, newspaper or 
radio advertising, specifically encour- 
aged the consumer to write in for a 
sample or for literature containing ad- 
ditional information. They were mailed 
out from a Chicago residence. Careful 
records were kept of the dates of orig- 
inal mailing and receipt of the re- 
quested matter. 

Seven of the 220 advertisers—3.18 
per cent—have never sent an answer 
of any kind. Among the remaining 
213, the average interval between mail- 
ing the inquiry and receiving an an- 
swer was 11.08 days. (In reckoning 
the interval in each case, the day of 
mailing and the day of receipt were 
not counted.) Twenty-three per cent 
of the 213—49 advertisers—found it 
possible to complete the inquiry’s 
round trip within one week, and, of 
course, that is a very good perform- 
ance. An additional 51 per cent—108 
advertisers—came in under the two- 
week deadline. 

Thus a little over one-fourth of all 
those answering required more than 
two weeks to get around to meeting the 
inquirer’s request. Fourteen advertis- 
ers allowed from three to four weeks 
to elapse before answering. Five adver- 
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tisers took a month or more, the long- 
est interval being 35 days. 

Distance is, of course, an important 
factor, but an analysis of the returns 
by geographical sections indicates that 
the time spent in postal transit is far 
from being the chief factor governing 
promptness in inquiry-handling. The 
42 advertisers located in New York 
City required an average of 12.88 days. 
Yet 25 advertisers managed to respond 
all the way from the Pacific Coast 
(better than twice as far) in a lower 
average interval—12.80 days. 


Although presumably better organ- 
ized to handle inquiries, the largest 
advertisers seem to indulge a greater 
amount of intra-company delay or red 
tape, or both, than their smaller breth- 
ren. Twenty-one of the 213 companies 
had 1939 advertising expenditures, in 
magazines or network radio alone, of 
over $500,000. Their average interval 
was 13.3 days, or more than two full 
days slower than the average for the 
group as a whole. 

In the matter of diligence in culti- 
vating the prospect, 26 advertisers— 
12.7 per cent—made one or more at- 
tempts at following up the original 
reply. 

Sixteen of the 26 addressed one ad- 
ditional sales message to the inquiry. 
Eight made two follow-up efforts, and 
two advertisers followed up three times. 


Thus seven-eighths of the advertisers 
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were content to let the matter ride after 
taking a single shot at the prospect. 

Ninety-six of the 213 responding ad- 
vertisers included a letter with their 
booklet or sample mailings. 

For all the talk in the last decade 
about “waste” in advertising and the 
proposition about making advertising 





dollars do double duty, a sizable body 
of advertisers still seem to ignore the 
ill will and lost sales opportunities that 
may result from delayed response to 
inquiries solicited at considerable ad- 
vertising cost. 

By P. H. Erses, Jr., Printers’ Ink, 
March 1, 1940, p. 9:5. 


Method of Distribution Cost Analysis 


HE analysis of distribution costs 
TT functions and functional oper- 

ations is particularly valuable as 
a means of cost control. It is also 
useful in making subsequent analyses 
of the costs by manner of application. 
The first step in this analysis is to out- 
line clearly the distribution functions 
and functional operations which are 
being performed, and to perfect an 
internal organization whereby the re- 
sponsibility for such operations is 
definitely fixed. 

The second step is to classify the in- 
dividual cost items according to func- 
tions. For the major functional divi- 
sions this may be effected through the 
ledger accounts. 

For minor functional operations, it 
is usually impossible to allocate direct- 
ly all the costs to the operations; cer- 
tain indirect costs must be apportioned. 
Thus, in the operation of preparing 
and mailing invoices, the direct costs 
would include clerical labor, supplies 
used, and postage; indirect costs would 
include a portion of the office supervi- 
sion, office occupancy expense, etc. 
Very often a high degree of control 
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can be exercised by the use of only 
the direct operation costs. In any 
event, the apportionment of indirect 
costs must not be carried to extremes, 
or the results will lose their value as 
an instrument of control. 

The third step is to establish, insofar 
as possible, units of measurement of 
functional service. Thus, the operation 
of order writing may have as a unit 
of measurement the individual order; 
the handling of sales by salesgirls in 
the drug sundries department of a de- 
partment store may have, as a unit of 
measurement, the sales transaction. 
While units of measurement as specific 
as these cannot be found for all func- 
tional operations, some reasonable 
measurement of the service can be 
found for a considerable part of the 
distribution activity. 

The fourth step is to divide the total 
cost of an operation by the number of 
units of service performed, to arrive at 
a unit operation cost. This opens the 
way for the establishment of standard 
unit costs and the control of the costs 
by the application of such standards. 

The functional analysis not only 
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serves as a control device but also 
facilitates the analysis of costs by 
manner of application. Thus, if an 
analysis is being made by classes of 
customers, it is necessary only to 
record the number of units of a certain 
functional service applied to a particu- 
lar class of customers, and multiply 
this number by the functional unit 


cost, to determine the share of the 
functional cost applicable to that class 
of customers. While this method can 
seldom be extended to all distribution 
costs, it is applicable to a considerable 
part of the costs. From “The Analy- 
sis and Control of Distribution Costs,” 
by J. Brooks Heckert. The Ronald 
Press Company, New York, 1940. 


Model Sales Manual 


HAT kind of sales manual is best? This question was answered recently by 

R. W. Harrison, assistant advertising manager of the Waukesha Motor Co., 
in an address before the Milwaukee Association of Industrial Advertisers. His 
specifications represented a composite of experience by members of the National 
Association of Industrial Advertisers. Among them were: 


Size—8'% x 11; Binding—looseleaf, for economy and convenience in making revisions; 


Color——warranted only if a portion of the manual is to be shown to customers; Contents— 
company history, testimonial letters, installations or users, typical objections and answers, 
information about industry served, company personnel, advertising material, product 
description, general and sales policies, engineering data, prices, prospect lists, specifications, 
competitive data, estimate data, market information, and selling instructions; Editing—by 





one man, but contributions by many. A good index is important. 


—wWNation’s Business 5/40 


Correspondents’ Manual 


HE introduction to a recent employee letter-writing manual issued by the 

Commonwealth Edison Company, Chicago, attempts to make utility workers, 
accustomed to standards of engineering performance, adept in the intangibles of 
customer correspondence. Says its front cover: 


“To Edisonians: 
“A letter must be built. 


“Tt is like any material structure, whose worth depends upon a planned com- 
.. : p p Pp 
position of its contents. 


“Composition requires less art than science—knowledge of how to present facts 
logically and effectively.” 


The booklet sets up correspondence problems as one might present engineering 
questions: the inquiry, the facts, the written reply, and notes analyzing the reply. 


Since 1935 no novice at turning engineers into writers and making them 
like it, Commonwealth Edison, in common with a few other companies, conducts 
an annual employee-author contest, encouraging its people in research and stimu- 
lating them to write about their jobs. This year the contest committee made 60 
suggestions for articles. Subjects ranged from load distribution to equipment 


used in accounting. Dun’s Review 5/40 
—Dun $s eview 
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Ginancial Management 


‘“‘In the Sweet Name of Charity” 


HAT policy should a company 

follow when its customers 

solicit contributions to their 
pet charities? 

The ideal charity contribution pol- 
icy is simple: Give to those charities 
which the management decides are 
most worthy and which it desires to 
help, regardless of business relation- 
ships. Politely but firmly turn down 
all other requests. Charity dollars 
should never be used to buy good will 
or influence business, even indirectly. 

Every company must work out a 
policy that takes into consideration its 
size, its location, its earnings, the 
needs of its own community, and simi- 
lar controlling factors. However, there 
are 12 general rules that will apply to 
almost every company and that will, 
at least, serve as a guide in determin- 
ing the management’s attitude toward 
charity contributions: 

Every company should feel obli- 
gated to contribute to some charitable 
organizations. The voluntary dona- 
tions of employees and officers are not 
enough. 

The charities selected for support 
should be carefully investigated.. In- 
formation can be obtained from vari- 
ous reliable sources, such as _ local 
Chambers of Commerce and Better 
Business Bureaus. 

Funds should be available for spe- 
cial donations such as emergency 
relief during floods and other catas- 
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trophes and unanticipated local 
improvements such as hospitals. 

Control of all major contributions 
should be in the hands of an executive 
committee or officer, preferably the 
active head of the business. It is 
obviously impractical to give a num- 
ber of individuals authority to make 
contributions. 

Managers of branch offices and fac- 
tories should be authorized to con- 
tribute small sums locally at their own 
discretion. Many companies set a limit 
on such donations but believe the man 
who lives in a community should be 
the one to make the contributions and 
decide where they should go. 

All charity donations should come 
from a fund appropriated for that 
purpose and should never be taken 
from the sales or advertising budgets. 
It is not fair to interfere with the 
programs of the sales or advertising 
departments, or any other department, 
by chiseling a few dollars from their 
budgets. 

Indirect contributions — advertising 
in programs, giving products as prizes, 
and allowing special discounts — 
should be avoided. Except in unusual 
circumstances, only money should be 
given as a direct contribution. 

Charity programs should be evalu- 
ated the same as any other advertising 
medium and should be used or rejected 
accordingly. There are times when 
programs can be a worthwhile me- 
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dium, but the advertising manager and 
the advertising agency should be per- 
mitted to apply all their regular yard- 
sticks. 

All requests for contributions should 
be acknowledged. Some ill-will may 
result from rejections, but there is 
almost certain to be more ill-will if 
requests are ignored. 

Form letters should be avoided. The 
personal touch is needed in this sort 
of correspondence. Replies should be 
so worded that the charity will know 
that its request was carefully consid- 
ered and that rejection is no reflection 


on the worthiness of the cause. Form 
letters can be used when the requests 
are numerous, but they should always 
contain a direct reference to the organi- 
zation which made the request for a 
donation. 

Logical reasons for refusal should 
be given. A logical explanation will 
satisfy the majority of those who make 
requests. 

Letters should be polite but refusal 
should be definite. An ambiguous re- 
fusal may invite further correspond- 
ence. 

Printers’ Ink, May 17, 1940, p. 19:3. 


Switch to Natural Fiscal Year 


JySTIMATES of the Treasury Department show that more than 12,000 American 
corporations have changed to the natural fiscal year basis of accounting in the 
past five years. Since it is evident that many are finding it more convenient 
and less expensive to handle accounting, reporting and auditing on a natural 
fiscal year basis, an ever-growing list of corporations is likely to take up the 


practice and abandon the calendar year. 
—Anmerican Business 4/40 


Luncheon and Purchasing Facilities 


A CAFETERIA or restaurant for employees is maintained in 709, or over one- 
fourth, of 2,700 companies recently surveyed by the National Industrial Con- 
ference Board, and 447 establishments reported they have either a lunch counter 
or wagon service. Luncheon service is frequently conducted at a financial loss, 
and more of the facilities are operated by companies themselves than by outsiders 
under a concession. 


Arrangements have been made in some plants so that employees may con- 
veniently purchase various types of merchandise. Usually the articles sold include 
only company products or special clothing and safety equipment that employees 
are required to wear. but a few companies operate small general stores. The 
practice of giving employees a discount on company products is reported by over 
one-fourth of the establishments, and a slightly higher proportion allow employees 
to buy certain articles through the company purchasing department. 


Cooperative buying by employees was reported in a few companies, but com- 
plications sometimes arise in connection with this activity because it involves a 
certain amount of competition with local merchants. 

—Studies in Personnel Policy No. 20 3/40 
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Jusurance 





Comprehensive Cover on Way to Reality 


HAT it may be possible to 

produce in the form of a com- 

prehensive liability policy was 
recently explained in report form to 
the casualty and surety committee of 
the National Association of Insurance 
Commissioners by E. W. Sawyer, at- 
torney, National Bureau of Casualty & 
Surety Underwriters. Interest in this 
subject has been heightened by the fact 
that bureau member companies expect 
soon to make a comprehensive liability 
policy available. 

Liability insurance, Mr. Sawyer 
pointed out, was not planned; it grew. 
The growth should have been directed 
along the line of expansion of a single 
liability policy rather than multiple 
covers. The reason for the assumption 
that each cover should be separate and 
exclusive of other covers was one 
which now seems unsound—the theory 
of selectivity. The privilege of selec- 
tion enabled the insured to control his 
insurance cost. The defects in the 
theories of separability and selectivity 
are that the selection of the separate 
covers is adverse and is also dangerous 
to the welfare of business. 

Because each separate cover was ex- 
clusive of the others, the rates made 
from the experience under each cover 
did not contemplate insurance against 
hazards within another cover. Since 
each of the separate covers was to be 
written as a separate undertaking, the 
method of rating was adopted which 


186 


was most practical to measure the ex- 
posure. Because each separate cover 
was regarded as a separate policy or 
contract, not only different rating 
bases were adopted but separate rules 
governing the writing of each cover 
were formulated. 

Interest in integration of the sepa- 
rate covers is based largely on two ad- 
vantages, as far as the public is con- 
cerned: (1) the substitution of one 
policy for many separate policies, and 
(2) elimination of the possibility that 
the insured has neglected to anticipate 
and insure against all his hazards of 
loss. 

Two distinct methods of approach 
to the broader policy are being used, 
Mr. Sawyer said. Use of the schedule 
policy plan is favored by some insur- 
ers. Proponents of that approach be- 
lieve that it is much more flexible. The 
most favored type of approach at 
present is the policy generally meant 
when the term “comprehensive policy” 
is used—one with a single insuring 
clause and the hazards not covered de- 
fined in the exclusions. This policy 
has the advantage of simplicity. It 
usually does not include property 
damage liability. 

A major problem is that of rating a 
comprehensive policy. Eventually one 
rate basis for comprehensive insurance 
will be found that will adequately and 
simply measure the exposure, as the 
payroll premium measures compensa- 
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tion exposure, in Mr. Sawyer’s opinion. 
Under the separate cover plan there 
has been an adverse selection which 
may have forced rates upward. 

The carriers which will be experi- 
menting with the comprehensive policy 
fall naturally into two groups: those 
carriers which assume a part of the 
responsibility of maintaining, through 
rating organizations to which they be- 
long, uniform covers and practices and 
adequate statistics for proper rates; 
and those carriers which do not assume 
such responsibility. It is easy to 
visualize the chaos that will result if 
stabilization is not effected. 

It can be assumed that the majority 
of insureds who will be interested in 
comprehensive insurance fall normal- 
ly into one group to which similar con- 


Plate Glass Policy 


LATE glass insurance premiums 

received by stock companies in 

this country in 1938 aggregated 
$11,018,794, with total losses of $5,- 
029,301. But it has been estimated 
that plate glass in this country has a 
total value of about $100,000,000 and 
that less than half is insured. 

While the computation of plate 
glass premiums is somewhat compli- 
cated, the policy itself is remarkably 
simple. By it the insurer agrees to 
replace or pay for damaged glass; 
much the greater proportion is re- 
placed rather than paid for. This has 
at least two beneficial results—replace- 
ment gives each competing company 
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ditions apply. For this normal group 
a stable plan could be adopted. Most 
of this group do not buy P. D. insur- 
ance generally. Therefore it might be 
omitted from the comprehensive form. 
A similar situation exists regarding 
products liability. Automatic cover- 
age of contractual liability, except such 
as arises out of certain specified types 
of contracts, might be excluded and 
other contractual liability covered op- 
tionally by endorsement. Because au- 
tomobile liability is so highly special- 
ized it should be excluded. To do 
otherwise would make the comprehen- 
sive policy too complicated. With the 
foregoing exceptions, the comprehen- 
sive policy could include all other 
sources of liability. The Eastern Un- 
derwriter, January 5, 1940, p. 32:2. . 


and Endorsements 


the chance to excel in service, and at 
the same time the moral hazard be- 
comes practically nil, as the insured 
has nothing to gain by breaking his 
own glass. 

One reason for the simplicity of the 
plate glass policy is the fact that, ex- 
cept for excluding fire, it does not limit 
the causes for the breakage, which may 
include wind and hurricane, hail, au- 
tomobiles, floods, explosions, burglary, 
vandalism, strikers, and objects thrown 
by children. 

According to the glass manual, pos- 
sible premium discounts range from 
25 per cent off for glass protected by 
permanent exterior shields to 75 per 
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cent for churches and mausoleums, 
with several 50 per cent discounts for 
all exterior and most interior glass 
above the second floor, for most dwell- 
ings, and for hospitals, museums, pub- 
lic libraries and sanitariums. 

The recently extended glass coverage 
has resulted from a steadily growing 
demand for the protection now pro- 
vided. It was found that damage oc- 
curring at the time of, but not actually 
part of, plate glass breakage led to 
frequent requests for issuance of spe- 





cial endorsements providing for these 
contingencies at an additional pre. 
mium. 

One of the possible causes of plate 
glass breakage is the intentional de. 
struction of the plate, through rack- 
eteering and riotous outbreak, or 
malice by the use of acids. Where the 
plate is so defaced that it is unsuitable 
for use, it will be replaced under the 
policy just as if actual breakage had 
taken place. The Spectator, November 
2, 1939, p. 22:2. 


Need of U. & O. Protection 


MORE serious consideration is being given to use and occupancy insurance 
today than ever before, particularly in the smaller units of industry where 
a casualty might easily destroy the entire productive facilities of a plant. 


Case records of hundreds of individual casualty losses show that the financial 
position of the large majority is impaired, many to such an extent that even 
with fire protection they are unable to weather the aftermath. An analysis by the 
Western Actuarial Bureau of 100 representative concerns reveals the following 


experiences after bad fires: 


26% were unaffected as to credit rating but lost in other ways; 
14% suffered a reduction of from 30% to 6624% in their credit ratings; 
17% furnished financial statements before the fire but not afterward; 


43% did not resume business. 


Use and occupancy insurance enables a company to weather the period of 
rehabilitation after a casualty without this terrific loss. It indemnifies for the loss 
of net profits, and pays the fixed or continuing expenses until operations can be 
resumed. Credit executives are attaching due weight to this protection, and 
bankers are considering it in the same breath with fire insurance. 


—Connecticut Industry 4/40 


GE Pension Record 
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PPENSION payments to retired employees of the General Electric Company 
totaled $2,567,042 during 1939, according to Charles E. Wilson, president of 
the company. 


On December 31, 1939, there were 3.410 pensioners on the rolls with an average 
age of 69.3 years, with average continuous service of 29.3 years, and an average 
annual pension of $756. 


The assets of the General Electric Pension Trust, comprising amounts paid 
in by the company, were $45,214,438 on December 31, 1939, and those of the 
General Electric Additional Pension Trust, comprising savings paid in by em- 
ployees, were $14,284,867. 
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The Management 2uestion Box 

re- 
one Questions and Answers on Management Practice 
de. Based on the Inquiries Received by the AMA Research 
a and Information Bureau. 

” Individual replies are made promptly either by mail or telephone to inquiries 
the received by the Research and Information Bureau. This service is available to 
ble executives of concerns holding company memberships. The questions cited here 
h are those which it is believed are of general interest to the membership. 

e 
ad ’ 
oa Employee Legal Aid 

Question: What arrangements do companies generally make to provide legal 
aid to their employees? 

Answer: Eight large companies were recently queried to ascertain how and 
to what extent legal aid is given employees. Responses showed that legal aid, 
when provided, is usually informal and advisory only and that no definite 
procedure is set up and no explicit promise made that such assistance will 
be given. 

Several of the companies that described the type of legal aid furnished 
their employees said that not only did they not have any formal arrangement 
for such aid but they advised against any such formal policy. One concern 
actually discourages the practice of giving legal assistance to employees; 
however, no definite ruling has been made in this respect because the head 
of this company’s legal department feels that under certain circumstances the 
company’s own interests might require that such aid be made available. 

One company which has no legal department asserts that the question 
of legal aid rarely arises, but when it does the employee is referred to the 
firm of attorneys who advise the company on its own problems. These at- 
torneys are willing to accept such cases at a fee commensurate with the 
employees’ incomes. 

Two companies reported giving a modicum of legal advice through the 
personnel department. These describe their practice as follows: 

ny We have no legal department, and whenever it is necessary to secure legal advice 
of that we cannot provide in the office we call our regular counsel. Of course, if it 
is a problem that may become a court case, or might require further legal services, 
ge we suggest that the matter be referred to an attorney. We always let the employee 
ige have his own lawyer if he has one, but if not we usually refer him to our regular 
attorneys. 
* * * * 
aid 
the We do not have any formal plan or procedure for giving legal assistance to 
m- employees. Over a period of years many of our employees have felt free to discuss 
with us some of their problems, and in those cases in which the need of legal 
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assistance was indicated we have referred them to local attorneys. In some cases 
the employees, at their own expense, have retained the attorneys and in others they 
have merely discussed the matters with them and managed to effect a settlement on 
their own initiative. The handling of all of these cases is based on individual cir. 
cumstances. 


Two companies make an offer of legal aid through their handbooks for 
employees. In one of these cases the statement reads: 
Any employee who desires legal advice on a personal matter may obtain it with- 


out charge from the company’s Legal Department. The Legal Department is not in 
position, however, to provide more than an office advisory service. 


This concern states that its Legal Department will not draw papers or 


actually represent an employee in legal proceedings except in rare instances 
at the direction of the management. ‘ 


The type of assistance provided is well summarized in a memorandum 
prepared by the General Counsel of one company: 

Legal advice is given in an “informal and advisory way.” The bulk of our 
advice is given in matters concerning personal real estate transactions, with domestic 
relations situations a close second. Advice on wills and property rights in general 
as affected by the state laws of inheritance and descent is also frequently sought. 
Credit difficulties arising out of instalment purchases and small loans are often a 
subject of inquiry. We are frequently requested to advise with respect to the 
adjustment of claims for personal injuries and property damage sustained by 
employees and members of their families as the result of the acts of third parties. 
Occasional help is solicited where minor violations of the criminal law, such as 
traffic offenses, are concerned. Income tax advice is given annually to a very con- 
siderable proportion of the company’s personnel. 


Special Libraries 


Question: We operate a general company library but doubt that it is worth 
continuing. How effective have other companies found such libraries? 


Answer: The fact that you question the value of your general company library 
may indicate that it has not been organized as a “special business library.” 


The criterion of the special library is service. The job of the special 
librarian is to make immediately available to staff executives the specific 
information which they require out of the vast mass of printed material 
broadcast in books, pamphlets, trade journals, house organs, newspapers, 
government documents, corporation reports, proceedings of associations and 
societies. The special librarian has been trained in the art of knowing where 
and how to seek information, either from the data at her disposal or from 
outside sources. 


Many business men probably obtain this type of service in technical 
libraries without realizing that similar service can be provided in the general 
business field. 


Mary Louise Alexander, manager of the Library-Research Department, 
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ses Batton, Barton, Durstine & Osborn, Inc., summarizes the work of her library 
hey as follows: 

on 
cir: These modern business libraries do not simply route magazines, catalogue books, 
and file what is sent to them; they render a research service. Their staffs know 
for the best sources for information of all sorts, and, in addition, they collect information, 
organize it for instant use, and, as questions arise in the office, they weigh and 
summarize the data available and supply the answers. Such duties are no longer 
ith- assigned to a file clerk or secretary, as it is now recognized that the need is for a 
a: person possessing library training and an intimate knowledge of sources and of 
indexing, with broad contacts with outside organizations. That type of person, 
given a few basic books, subscriptions to certain key magazines, a pair of scissors, 
or and a telephone, can render to every department in a business a research service that 
will save the company time and money. 


- In 


7 Florence A. Grant, librarian of Standard Brands, Inc., says the slogan of 
- her library is “putting knowledge to work.” The functions of the company 
library, she states, are time saving and education. 
am Implicit in all this is the assumption that a company will take its library 
stic seriously and not consider it a sort of glorified filing department. Recognize 
rs your library as a service unit, and its head—the librarian—as an executive 
18 assistant. Select a librarian with library training and furnish her with 
- facilities for keeping in touch with the company’s activities and with the 
y ; : : “nner 
ies, needs of its various executives. In some concerns the librarian attends all 
Be board meetings and staff conferences and supervises the records and files 


of the organization. With such control of internal sources of information, 
she can more readily determine what to look for on the outside. 


Special librarians have a professional association of their own, the Special 
Libraries Association, which is at the service of any concern interested in 
th organizing or improving its library. The association’s headquarters are at 
345 Hudson Street, New York, and there are branches in all the leading 


ry cities of the country. It has published a number of helpful guides, indexes 


2” and directories, among them a useful pamphlet, “The Special Library in 

| Business.” 

ial 

fic All- Risk Liability Insurance 

ial 

rs, Question: Is it possible that there will be varying limits of liability under 

nd All-Risk Liability Insurance for different types of coverage? 

” Answer: Any specification of different limits under an All-Risk Policy would 

_ tend to destroy its all-risk nature. The All-Risk Liability Policy in itself 
does not specify various types of hazards, but merely states that the insurer 

al assumes the insured’s liability for injuries occurring regardless of their 

al cause. To name different sets of limits for different hazards would be tanta- 
mount to naming specific hazards, because a description of the hazards to 

nt, which the particular limits applied would be necessary. Borderline cases 
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might raise the question of the particular type of hazard under which the 
accident occurred, with the insurer taking the stand that it occurred under 
a particular hazard for which lower limits had been specified. On the other 
hand, the question of cost may necessitate varying limits. 


Question: What has been the method of development of cost of All-Risk 


Insurance? 


Answer: All-Risk Insurance at present has no specific rate formula. The 
present All-Risk premium is based on the cost of each individual under- 
writing form of insurance, with an arbitrary amount added to cover the 
unknown hazards. Eventually there will probably develop a rating structure 
which can be applied to known factors, such as a rate per $100 of gross sales, 
or a rate per $100 of payroll, or an area and frontage rate. This will, of 
course, necessarily have to follow the gaining of experience knowledge. Per- 
haps there will be a single premium base for various classes of risks— 
circulation, for example, if the insured is a newspaper. 


Insurance Audits 


Question: Of what specific value is an annual insurance audit to a small 
company? 

Answer: The audit of a smaller firm’s insurance may be just as important as 
the annual audit of the treasurer’s accounts; however, the insurance audit 
does not have to be made every year. The audit would give the insurance 
executive a complete picture of his insurance coverage and a concise ex- 
planation of each kind of policy carried. It would indicate important unin- 
sured risks and the cost of covering them, and it would also show possible 
premium savings on present insurance. It might include practical accident 
and fire prevention recommendations. 


Question: Who should make such a survey and audit? 


Answer: It is best to retain an independent insurance auditor on a fee basis. 
Look for practical experience, technical knowledge, and good contacts with 
insurance companies and underwriters’ rating boards. 


In many instances, savings resulting from an audit are more than sufficient 
to cover the auditor’s fee. 


Note: The foregoing questions and answers on insurance are from the report of the 
American Management Association Special Insurance Conference held on December 8, 
1939; they are reproduced here because similar questions have been asked recently by 
a number of members and it is believed that readers will find the answers of interest. 
The complete report covers discussions on: All-Risk Liability Insurance, War Risk Covers, 
Use and Occupancy Values, Establishing Insurance Values for Adjustment Purposes, 
Insurance Management for the Smaller Company, and Automobile Fleet Insurance. It 
was distributed to the members of the Insurance Division, and can be obtained by 
others for $1.00. 
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Survey of Books for Executives 





Business and the Public Library: 
Steps in Successful Coopera- 
tion. Edited by Marian C. Manley 
for the Public Business Librarians 
Group of the Special Libraries Asso- 
ciation. Special Libraries Associa- 
tion, New York, 1940. 83 pages. 
$2.00. 


This interesting and valuable little 
study has been prepared by the libra- 
rians of 11 of the leading public busi- 
ness libraries in this country in re- 
sponse to the need for a book which 
would describe the work of these spe- 
cial libraries and give some idea of the 
methods of establishing and promoting 
successful business departments in pub- 
lic libraries. 

While this account has resulted from 
an analysis of their own problems by 
these librarians and is designed espe- 
cially for others who are confronted 
with similar problems, it will also 
prove of considerable interest and as- 
sistance to those in charge of any type 
of special business library and to busi- 
ness men who utilize their services. 

For executives who are familiar with 
the wide range of usefulness of a spe- 
cial business library, this book will in- 
dicate how effectively they are using 
such libraries in solving their everyday 
problems. For other executives it 
should be highly suggestive of the as- 
sistance they may obtain either from 
a special business library in their own 
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company or from the public library of 
their city. 

The chapters cover the work of the 
business library, methods of promoting 
publicity and increased use of such a 
library, basic points in its administra- 
tion, methods of acquiring material for 
such a collection, advice on catalogu- 
ing and classifying and the use of a 
special index, the “custom-made” book 
collection, trade directories, periodicals 
as a panorama of business, the use of 
business information services, and, 
finally, the use of ephemeral material 
such as clippings, pamphlets and 
charts. Each chapter contains a good 
bibliography. 

The appendices provide information 
on existing public business libraries, a 
list of sources of information about 
new books and pamphlets, a list of 
guides to special business literature, a 
selected list of periodicals covering 
basic material in general fields and 
some special fields, a list of directories, 
and an advisory note on services. 

The volume was edited by Marian C. 
Manley, librarian of the Business 
Branch of the Newark, New Jersey, 
Public Library. This business library, 
which opened its doors in 1904, was 
the pioneer in the field of special busi- 
ness service by the public library. 
Similar libraries are now functioning 
in a score of other American cities. 


Reviewed by Leona Powell. 
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Profit Sharing and Pension Plans: 
Their Creation and Tax Effect. 
By C. Morton Winslow and K. Ray- 
mond Clark. Commerce Clearing 
House, Inc., Chicago, 1939. 204 
pages. $2.00. 


Widespread interest in the operation 
of profit-sharing and pension plans, 
and their bearing upon Federal taxes, 
labor relations, and employee morale 
makes this a timely new book. Within 
its handy compass it offers correlated 
information on the formation of profit- 
sharing and pension plans and, in 
addition, carefully analyzes the rela- 
tionship of Federal tax laws to such 
plans. 


Detailed summaries of plans in use 
are presented as a guide. These plans 
have been selected from diversified in- 
dustries and illustrate various types. 
The book provides a complete analy- 
sis of authoritative material dealing 
with the effect of Federal tax laws on 
the provisions of such plans. 


“Profit Sharing and Pension Plans” 
is logically arranged in two sections. 
The first part discusses various types 
of pension and profit-sharing plans, 
including illustration of their tax ef- 
fect, suggestions for planning, and 
résumés of specimen plans; the other 
presents Federal tax laws affecting 
pension, profit-sharing, and __ stock 
bonus plans, their legislative, admin- 
istrative and judicial interpretation, 
with discussion and comments. 


Corporations and their counsel, tax 
men, accountants, personnel executives, 
and life underwriters interested in the 
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pension trust phases of life insurance 
are among those for whom this book 
should have special value. 


New Roads to Selling. By Harry 
Simmons. Harper & Brothers, New 
York, 1940. 235 pages. $2.50. 


Through the medium of his highly 
popular books, Harry Simmons has 
become sales counselor by proxy to 
thousands of salesmen from coast to 
coast. 

This new book, like his others, was 
written with a specific objective. In 
effect the book is a working manual 
of tested rules and methods boiled 
down into new sales angles. Here Mr. 
Simmons shows what sales strategies 
and opportunities have developed as 
a result of the introduction of scores 
of new products and services in the 
last 10 years, and he shows how and 
under what conditions salesmen must 
revise their tactics to get maximum 
results. New perspectives on old ideas 
are provided in numerous interesting 
anecdotes. 

Every chapter gets down to cases. 
The salesman is shown how to sell on 
a price-proof basis, 15 ways to avoid 
price-minded selling, 12 ways to keep 
his selling in repair, how to turn com- 
plaints into sales, specific methods for 
building good will that lasts, a 10- 
point plan for creating new business, 
etc., as well as how to act and what 
to say in the effective interpretation 
of these new techniques in his daily 
work. At the close of each chapter 
is a digest of points to remember and 


a blank page for personal checkup. 
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Briefer Book Notes 


HOW TO WRITE ADVERTISING THAT SELLS. By Clyde Bedell. McGraw-Hill 
Book Company, Inc., New York, 1940. 524 pages. $4.00. A practical manual discussing in 
detail the problems of the advertising copy writer, the tools with which he works, the elements 
of selling strategy, and the methods of applying them to produce effective ads. It gives 
special emphasis to the many rules, formulas, key points, etc., exemplified in successful 
advertisements, and builds up a complete method of approach for using these devices to put 
maximum selling power into copy. 


MANNERS AND MORALS OF BUSINESS. By Max Radin. The Bobbs-Merrill 
Company, New York, 1939. 270 pages. $2.50. A University of California law professor 
examines present-day business practices and briefly traces their evolution down through the 
ages. The ownership of private property, use of money, methods of distribution, advertising, 
competition, and relationship between management and employees are some of the topics 
discussed. While much of the historical material is purely factual, the author does make an 
appraisal of modern business morals. In his outspoken criticism of advertising and selling 
he raises a number of highly controversial issues. 


FOREIGN EXCHANGE PRACTICE AND POLICY. By Frank A. Southard, Jr., Philip 
F. Swart, Jr., and A. N. Gentes. McGraw-Hill Book Company, Inc., New York, 1940. 
215 pages. $2.50. Combining elementary international finance theory with foreign exchange 
practice, this book presents a well-illustrated discussion of the instruments and markets of 
foreign exchange, the determination of foreign exchange rates, and the ways in which foreign 
traders make use of foreign exchange. Much attention is given to recent developments, and 
the foreign exchange difficulties facing both traders and governments during the present 
European conflict are fully anticipated in the discussion. 


STUDIES OF ONE AND TWO-HANDED WORK. By Ralph M. Barnes, M. E. Mundel 
and J. M. MacKenzie. University of Iowa Studies in Engineering, Bulletin 21. University 
of Iowa, Iowa City, March, 1940. 68 pages. 50 cents. This bulletin is the fifth in a series 
describing investigations of hand motions used in factory work. The first part of the bulletin 
presents the results of a study of grasping small parts from different type bins; part two 
deals with grasping various-sized parts; and: part three gives the results of a study of position- 
ing small parts. 


THE NATIONAL LABOR RELATIONS ACT—SHOULD IT BE AMENDED? 
Compiled by Julia E. Johnsen. The H. W. Wilson Company, New York, 1940. 416 pages. 
$1.25. In this number of the Reference Shelf the compiler presents without prejudice some 
of the factual and controversial material underlying the public hearings and the current 
discussions on the Wagner Act. The charges and defense by some of the more prominent 
spokesmen on each side are included, also the cases of the advocates and opponents of amend- 
ment. A sidelight is given on state legislation of a similar nature. 


YOU DON’T HAVE TO BE RICH. By Allan Herrick. D. Appleton-Century Company, 
Inc., New York, 1940. 235 pages. $1.75. Tells how the average person or family can meet 
the requirements of modern living on limited funds. Here are some more or less practical 
pointers on financial preparation for marriage, on buying or renting a home, riding a cheap 
hobby, on handling the family budget, wise investment of small sums, borrowing, safeguarding 
the small estate. 


FEDERAL REGULATORY ACTION AND CONTROL. By Frederick F. Blachly and 
Miriam E. Oatman. The Brookings Institution, Washington, D. C., 1940. 356 pages. $3.00. 
This study, which is largely preliminary in nature, describes briefly the organization, legal 
status, and relationships of the federal administrative system. The various plans that have 
been advocated for improvement of this system are also examined, both factually and critically. 


THE HEALTH INSURANCE DOCTOR: HIS ROLE IN GREAT BRITAIN, DENMARK 
AND FRANCE. By Barbara N. Armstrong. Princeton University Press, Princeton, N. J., 
1939. 265 pages. $3.00. With vigorous and precise strokes, Mrs. Armstrong outlines the 
work done by the first three nations to attempt planned medical care for the lower ranks in 
the economic scale. A complete picture is presented of the activities of the health insurance 
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doctor—his average income, his precise fees for service, what free drugs he may prescribe, | 
what state control is imposed upon him, what his responsibility is in the administration of 
relief and the prevention of malingering, and whai the doctor himself thinks of the plan. 


WANTED: A JOB! American Council on Education, Washington, D. C., 1940. 20 pages. 
A statement of personal characteristics essential for job success, prepared by a conference 
of business and industrial personnel officers under the auspices of the Committee on 
Occupational Training and Vocational Adjustment of the American Council on Education, 


Addressed to undergraduate students. 


BOOKS 


Industrial Banking. By Margaret Grobben. 
Consumer Credit Institute of America, Inc., 
New York, 1940. 116 pages. $1.50. 


Value and Distribution. By Lewis H. Haney. 
D. Appleton-Century Company, Inc., New 
York, 1939. 734 pages. $4.00. 


Marketing Burned-Clay Products. By A. 
Hamilton Chute. The Ohio State Uni- 
versity, Columbus, O., 1939. 374 pages. 
$3.50. 


Tests of Significance--What They Mean 
and How to Use Them. By John H. Smith. 
The University of Chicago Press, Chicago, 
1939. 90 pages. $1.00. 


Labor and Democracy. By William Green. 
Princeton University Press, Princeton, 
N. J., 1939. 194 pages. $2.50. 


Foundations of Foremanship. A Workbook 
on How to Handle Men. By Andrew 
Triche. Anstead Letter Shop, Pittsburgh, 
Pa., 1939. Mimeo. 120 pages. $5.00. 


Civil Service in Public Welfare. By Alice 
Campbell Klein. Russell Sage Founda- 
tion, New York, 1940. 444 pages. $2.25. 


Capital for 
Lincoln and Therese 
Inc., Boston, 1939. 
20 cents. 


Semi-Fixed and Permanent 
Small Business. 
Filene Foundation, 
Mimeo. 39 pages. 

Old-Age Security. By Grant. 

Committee on Social Security, Social 

Science Research Council, Washington, 

D. C., 1939. 261 pages. $2.50. 


Margaret 


The Wages and Hours Act. A Manual for 
Department Heads and Foremen. By 
Russell L. Greenman. National Foremen’s 
Institute, Inc., New York, 1939. 18 pages. 
50 cents. 


World Economic Survey, 1938-39. League 
of Nations, Geneva, 1939. Columbia Uni- 
versity Press, New York. 247 pages. 
$1.50. 
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RECEIVED 


Folding Paper Boxes. By James D. Stud# 
ley. Trade Promotion Series No. 205) 
U. S. Department of Commerce, Govern) 
ment Printing Office, Washington, D. C,) 
1939. 60 pages. 15 cents. E 


Improve Your Business Letters. By Robert 
Latham. Bruce Humphries, Inc., Boston, 
1939. 188 pages. $2.00. 


Men Wanted. By O. G. H. Rasch. Pelican” 
Publishing Company, New Orleans, 1939,” 
266 pages. $2.00. 


1939 Factual History of the Federal Goy- 
ernment. Congressional Intelligence, Inc. | 
Washington, D. C., 1939. 205 pages. 


Salesmanship and Types of Selling. By J. 
Russell Doubman. F. S. Crofts & Co, 
New York, 1939. 338 pages. $3.50. : 


Currency Depreciation and Monetary 
Policy. By Milton Gilbert. University of 
Pennsylvania Press, Philadelphia, 1939. 
167 pages. $2.00. 


The Strategy of Job Finding. By George 
J. Lyons and Harmon C. Martin. Prentice- 
Hall, Inc., New York, 1939. 408 pages. 
$4.00. 


Family Income and Expenditures (Pacific 
Region—Part 1, Family Income). By 7 
Day Monroe et al. Misc. Pub. No. 339, 7 
U. S. Department of Agriculture, Wash- © 
ington, D. C., 1939. 380 pages. 35 cents. © 


Proceedings of 
Conference (September 8-9, 1938, M.I.T.). © 
Pitman Publishing Corporation, New York, © 
1939. 315 pages. $2.50. 


A Study of Informative Labeling. Based 
on a survey made by the National Con- 
sumer-Retailer Council. By Samuel P. 
Kaidanovsky and George W. Hervey. Divi- 
sion of Consumers’ Counsel, Agricultural 
Adjustment Administration, U. S. Depart- 
ment of Agriculture, Washington, D. C., 
1939. Mimeo. 170 pages. Gratis. 
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